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CED PROPOSES 


A defense profits tax on all corporations in 
addition to the basic tax, plus an increase 
in individual income taxes and a subsequent 
increase in excise taxes, has been recom- 
mended by the Research and Policy Com- 
mittee of the Committee for Economic 
Development. The committee opposed en- 
actment of an excess profits tax. It said the 
proposed defense profits tax would raise as 
much revenue, be less inequitable and do 
much less harm to the defense effort and 
the economy as a whole. 

“To assure a substantial surplus in the 
first half of 1951 and to avoid retroactivity 
in imposing taxes on 1951 incomes,” the 
committee recommended prompt action to: 

(1) Revise the corporate profits tax so 
that it consists of a basic rate of thirty-eight 
per cent (eighteen per cent on profits under 
$25,000) plus a defense profits tax at a flat 
rate on all corporate profits, 

(2) Levy a defense addition to the indi- 
vidual income tax at a flat percentage rate 
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DEFENSE TAX 


on net income in excess of exemption and 
the present tax. 

The rates at which the defense profits tax 
and the income tax increase would be levied 
would depend on the expenditure outlook 
for 1951. For the present illustrative pur 
poses, the committee assumes total expendi 
tures of $62 billion, $35 billion military and 
$27 billion nonmilitary. 

If expenditures are as much as $62 billioi 
and rising through the year, the commit 
tee would recommend: 

(1) That the temporary defense profits 
tax be set at fifteen per cent of total profits 
This would yield about $3 billion more than 
the present profits tax 

(2) That the temporary addition to the 
individual income tax be set at five per cent 
of income in excess of exemptions and pres 
ent tax. This would yield about $3 billion net 


The amount of additional revenue to be 
obtained from excises could be determined 
in the spring after Congress has seen and 
considered the January budget. 
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